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THE “NEW” OKLAHOMA CURRENT FARM 
ECONOMICS 


With this issue of Oklahoma Current Farm Economics, two important 
changes have been made on an experimental basis. These are (1) a 
change in content and (2) a change in frequency of publication. 


The change in content will put less emphasis on presenting outlook 
information. Oklahoma Current Farm Economics has included outlook 
information since the first issue in April, 1927. However, in view of the 
increasing availability of such information from other sources on a 
more current basis than is possible with a bi-monthly publication, we 
decided to de-emphasize this function. 


Only one analysis of the outlook for each major Oklahoma agricul- 
tural commodity in each calendar year is anticipated. Outlook informa- 
tion on a monthly basis for all commodities is now available in a publica- 
tion by the Oklahoma Agricultural Extension Service. One copy of a 
recent issue of this publication is enclosed with your June issue of 
Current Farm Economics. if you wish to receive this monthly publica- 
tion, contact the county agent in your county or write to: Houston E. 
Ward, Associate Extension (E<enemist, Agricultural Extension Service, 
Oklahoma State University, St:llwaier, Oklahoma. 


There will be more emphasis on presenting timely information 
which is not readily available from other sources. This will include the 
reporting of results from the analyses of current problems, and the report- 
ing of preliminary research results in agricultural economics and related 
areas. 

The second change, a different frequency of publication, is a by- 
product of the change in content. Oklahoma Current Farm Economics 
will now be published quarterly rather than bi-monthly. 


We shall appreciate receiving any comments or questions you may 
have concerning these changes. 


Leo V. Blakely 


Editor 





THE WHEAT SITUATION 


Nellis A. Briscoe 


Supply and Disappearance 

Total wheat supplies for the 1958-59 marketing year are now esti- 
mated by the U. S. Department of Agriculture at 2,352 million bushels. 
These supplies consist of: the July 1, 1958, carryover of 881 million; the 
1958 crop estimated at 1,462 million; and imports, principally of feeding 


quality wheat, of about 9 million bushels. 


Domestic disappearance of wheat during 1958-59 is estimated at 
619 million bushels, slightly above last year. Food use (including use 
by territories of the United States and by military services) is estimated 
at 493 million bushels, Feed use may total 60 million bushels, approxi- 
mately 50 percent more than the quantity used for feed last year. Seed 


use is estimated at 66 million bushels. 


If domestic disappearance totals 619 million and if 450 million 
bushels are exported, as now estimated, the carryover July 1, 1959, would 
be about 1,283 million bushels. This would be an increase in carryover 


of 402 million bushels from July 1, 1958. 


Production 

The 1959 winter wheat crop was estimated by the USDA at 941 
million bushels as of June 1. This is 15 million bushels less than the 
May | estimate and compares with the record 1958 winter-wheat harvest 
of 1,180 million bushels and the 1948-57 average of 815 million. Yields 
are estimated at 23.2 bushels per acre, second only to last year’s record 


yield of 28.4 bushels per acre. 


Production of spring wheat is forecast at 240 million bushels, 15 
percent below last year’s production but about equal to the 1957 crop. 
Yields are expected to be below last year’s record of 23.5 bushels per 


acre, 


A spring wheat crop of 240 million bushels and a winter crop of 
941 million indicates a total wheat crop for this year of 1,181 million 
bushels. A crop of this size would be the fifth largest harvested in this 
country, but 19 percent less than the all-time record production of 
1,462,218,000 bushels in 1958. 


[38] 
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The estimated wheat production for Oklahoma is 79,128,000 bushels. 
Although a crop of this size would be 31 percent less than the record 
1958 production of 115,440,000, it would be 22 percent greater than 
the 10-year (1948-57) average production of 64,925,000 bushels. 


Support Price 


Marketing quotas on wheat will be in effect for the 1959 crop. The 
national average support price for the 1959 crop will be not less than 
$1.81 per bushel. This forward minimum price reflects 75 percent of 
estimated transitional parity price for July 1, 1959. In the event that 75 
percent of transitional parity as of the beginning of the marketing year, 
July 1, 1959, is more than $1.81 per bushel, the support price will be 


increased. 


Acreage Allotments 


A national acreage allotment for the 1960 wheat crop has been 
established at 55 million acres, the minimum permitted by law. This will 
be the seventh successive year in which acreage allotments have been 
in operation, and the sixth successive year that they have been set at 
the statutory minimum. If it were not for the statutory minimum of 
55 million acres, the supply formula provided in the law would have 
meant a zero allotment for 1960. The estimated carryover on July 1, 
1960, would more than fill the law’s consumption, export, and carryover 
allowance requirements for the 1960-61 marketing year. 


Marketing Quotas 


National wheat marketing quotas have been proclaimed for the 
1960 crop—the seventh successive year for quotas. A referendum for 
approval of the quotas has been set for July 23, 1959. The minimum 
national average support price for the 1960 crop would be established 


at 75 percent of parity, the minimum now permitted by law. On the 
basis of the May 15 parity of $2.37, this would indicate a forward 
minimum 1960 loan of $1.78 a bushel, compared with $1.81 on the 
1959 crop and $1.82 for 1958. To become effective, marketing quotas 
must be approved by two-thirds of the eligible producers voting in the 


July 23 referendum. 


If quotas are approved, as they have been in all previous referen- 
dums, producers in commercial wheat states who comply with their 
individual farm acreage allotments will be eligible for the full level of 
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price support on their entire wheat production. Individual farm market- 
ing quotas will be the normal production or the actual production, which- 
ever is larger, from the farm acreage allotment. In the non-commercial 
wheat states, acreage allotments and marketing quotas will not apply. 
Support rates in these states are set by law at levels representing 75 
percent of the support rates calculated for the national acreage. A non- 
commercial wheat state is defined by law as a state with total wheat 
< 


acreage allotments of 25 thousand acres or less. The non-commercial 


area includes 10 states. 


With marketing quotas in effect, producers in commercial wheat 
states who harvest an acreage in excess of their farm allotment will not 
be eligible for price support and will be subject to a marketing quota 
penalty. The penalty will be assessed on wheat produced from acreage 
in excess of the farm’s allotment and the penalty rate will be 45 percent 
of the wheat parity price as of May 1, 1960. These provisions will not 
apply to growers who have less than 15 acres of wheat for harvest or who 
have signed applications for exemption under the feed-wheat provision 
permitting 30 acres or less to be used exclusively for feed or food on the 
farm where grown. There are no limitations on the amount of wheat 
which may be grown for food, feed, or seed by State, religious, or 


charitable institutions. 


If marketing quotas are disapproved, there will be no restrictions 
on wheat marketings. Acreage allotments, however, would remain in 
effect as a condition of eligibility for price support at 50 percent of 


parity. 




















Changes Made on Farms in the Oklahoma City Milkshed 
After Installing Bulk Milk Tanks 


Fred A. Mangum and Kenneth B. Boggs* 


Information on changes made or planned by dairy farmers after in- 
stalling bulk milk tanks was obtained from a representative sample of 
dairy farms in the Oklahoma City milkshed. The study was limited to 
those dairy producers with bulk tanks selling milk on the Oklahoma City 
market during January, 1958, and who had been producing grade A 
milk commercially in the Oklahoma City milkshed for a minimum of 
two years. A total of 210 producers, or 58.6 percent of all bulk producers 


in this area, conformed to these conditions. 


The 210 farms were divided into five separate groups based on 
the average pounds of milk produced per month during the calendar 


year 1957: 


Group A—0 to 10,000 lbs. per month 
Group B—10 to 15,000 Ibs. per month 
Group C—15 to 20,000 Ibs. per month 
Group D—20 to 30,000 Ibs. per month, and 
Group E—over 30,000 lbs. per month. 


The sample studied consisted of 50 of the 210 farms, 10 from each 
size group. Twenty-one were in the eastern half of the milkshed and 29 
in the western half. Information was obtained by personal interviews 
with the dairy operator. 


Characteristics of Sample Farms 


Half of the farmers interviewed reported that 90 percent or more 
of the total farm income was derived from dairying, including the sale 
of cattle and calves. The farms in the sample averaged 550 acres per farm 
and ranged in size from 76 to 3,030 acres. As might be expected, farms 
with relatively low annual milk production had the smaller acreages. 
Half of the farms in the two groups with the lowest production con- 
tained less than 300 acres. All but two of the 20 farms averaging greater 
than 20,000 pounds of milk per farm contained more than 400 acres. 


The proportion of land devoted to pasture exceeded all other 
uses in 1957. Dairymen reported that some grazing was obtained on 
441 acres per farm. This was an average of 80.2 percent of the total 
land in these farms. 





*Graduate Student and Assistant Professor, respectively. 


[41] 
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The average number of dairy cattle per farm was 67.5 animals 
and ranged from 28 to 204. Groups A and B reported approximately 
equal size herds of 40.5 and 42.4 animals respectively (Table 1). Farms 
in group C reported 68.0 dairy animals per farm, and farms in group D 
averaged 80.4 dairy animals. In group E, the average number reported 
per farm was 112.3 animals and ranged from 52 to 204 head. 


The average number of dairy cows on sample farms was 37 head 
(Table 1). This ranged from eight to 142 cows per farm.* The average 
production per cow in 1957 was estimated at 6,913 pounds per year.** 
The average number of dairy cows per herd was directly associated with 
the quantity of milk sales. 


All farmers contacted were raising their own herd replacements. 
The average number of heifers under two years old wag-28 head (Table 
1). This represents 75.7 percent of the number of cows, of milking age on 
these farms. If a heifer-cow ratio of 50 percent is rg@fuired to maintain 
herd size, this figure may indicate a planned exparion of milk produc- 
tion on these farms. However, the increased ratio may also reflect farmers’ 
realizations that some of these heifers may not be suitable for herd re- 


placements. 


The ratio of heifers to dairy cows was greatest on farms in group 
C. The 30.7 heifers reported on these farms were 95.0 percent of the 
number of dairy cows reported. The 41.6 heifers per farm in group E 
represented 59.5 percent of the average number of cows reported on these 
farms, the smallest percentage reported, For the remaining groups, the 
replacement percentage ranged from 75.4 to 87.7 percent. 


Labor used on the farms was fairly homogeneous in composition. 
On all farms averaging less than 30,000 pounds of milk per month, 
family labor was used primarily. On 76 percent of all the sample farms, 
family labor accounted for all labor used in the milking operation. Of 
the 12 farms hiring labor for milking, eight were in the group averaging 
greater than 30,000 pounds of milk per month. Hired labor was used 





*This and all subsequent references to dairy cows refers to cows, dry and 
milking, two years of age and older. 


**The average production per cow in each strata is a simple average based on 
sales of milk in 1957 and the number of dairy cows on farms. The average for the 
total sample is a weighted average where the average for each group is weighted 
by the percentage that the possible sampling units in each group is of all possible 
sampling units (page 00). 








43 


“‘Burjsodos SULTRY jo Joquinu jo siseq 94} uo poinduios JIB SOSBD le ul SUSPIIJAY y 











OLI 8 Be Ay Ol Cll Ol cS Ol EL 6 ctl Lt LS6t Ur sores 
Oscl ¢ el 9 oG CG £9 9 ae 2 F 18 €¢ Lc6l Ul Wysnog 
9¢ Ol 9¢ L 9°¢ ¢ 0c 8 nik £. 9°¢ €¢ L£S6Tt Ul syVod 
GCG Ol 081 6 0'9T OI Vol Ol 06 Ol Oc 6+ LS6l Ul posrey 
OZ b 0'¢ F c Ol ¢ 8's 9 08 ¢ £9 oC s1ITIO 
aS SG Ol re Ol 0% 6 I'l L bl Ol et Ot * STING 
S 86! 6 Il 6 Cll Ol c'8 Ol 9°L Ol ZCI 8t JeaA | 
s Jopun SLOFT IH 
a B1C 6 GIi¢ Ol 6 61 6 L8 Ol 88 Ol 8°cl St 
= 6°69 Ol Blt Ol Sos Ol tC? Ol L’81 Ol OLE OS 
; © $901 Ol b'08 Ol 0°89 Ol bob Ol COF Ol CL9 O¢ wey tod [v0 7, 
o "ON Sur ‘ON Sur “ON Sur ‘ON Sut "On Sut ‘ON Sut 
‘Ay -oday ‘Ay -wodaq ‘aAy -u0day ‘JAY uoday “aA -uoday ‘aA u0day 
raquinN Jaquinn qaquinn Jaquiny Joaquin raquinyy wi 
‘Sql 0000S 1940 "S4I 000°0E-03 “S41. 000°0Z-S1 "SqI 000°S1-O1 "Sq 000°01-0 1RIOL 
q dnoiy q dnoiy 7 dnoiy q dnoiy y dnoiy 





*« LE61 “peus 
STA Ary ewoyryyoO ‘ajdueg ur wary s9g apne Arreg jo saquiny aSei9ay pure uonsodwoy pasyy— | 21qe_L 





44 The Oklahoma Agricultural Experiment Station 


in milking on one farm in group A and on one farm in group C, In 
both instances the operator and his wife had full-time off-farm jobs, Two 
farms in group D reported hired labor used to assist the operator in 


milking. 


Size of Bulk Tanks on Farms 


The average size bulk tank used on the sample farms was 351 
gallons. The range was from 145 to 1,000 gallons. The average size 
bulk tank used on farms in group A was 233 gallons with no tanks 
reported larger than 300 gallons. The average size tank in use on farms 
in group B was 244 gallons with 400 gallens the largest reported. The 
average reported for groups C and D was 355 and 399 gallons respectively. 
There were no farms in group E using a bulk tank less than 485 gallons 
in size and the average size tank reported for this group was 582 gallons. 
The number of tanks ranging from 200 to 300 gallons accounted for 


50 percent of the tanks in the survey. 


The estimated utilization of the bulk tank ranged from 33 to 80 
percent, with an average utilization per pick-up of 60 percent of capacity. 


Group A producers reported only 55 percent average usage per pick-up. 
This usage factor increased directly with level of milk production. 
Farmers in group E reported an average of 65 percent of tank capacity 


per pick-up during the year. 


Problems Associated with Bulk Milk Tanks 


Farmers in the survey were asked to indicate their experiences with 
problems associated with bulk milk handling. These problems were: 
(1) milk rejected, (2) churning of the milk, (3) freezing of the milk, 
and (4) off-flavors and odors in the milk. 


When milk is cooled in a bulk tank, there is the ever-present danger 
that milk from one cow may cause the entire tank of milk to be rejected, 
Respondents in this study indicated only two tanks of milk had been 
rejected for this reason. Both instances occurred on farms in group A. 


A second problem, churning of milk in the tank, may result in loss 
of all of the milk in the tank or, in some cases, sale of milk at a 
reduced price. The churning usually occurred when the agitator was 
left running while the compressor was not operating. It was reported 
as a problem on seven of the survey farms. 
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In some types of bulk tanks the milk may freeze. This problem was 
reported on 11 of the survey farms. Freezing was most prevalent when 
only a small amount of milk from the first night’s milking was in the 
tank. Freezing may also occur if the agitator is not operating when the 
compressor is running. 


The last major problem, milk odors, cannot be attributed exclu- 
sively to the bulk milk tank, since it may occur as easily with a can 
handling system. Trouble with milk odors was reported on 16 of the 50 
sample farms. Most respondents indicated the odors occurred in the spring 


when cows were grazing on wheat or oat pasture and had not been 
removed from the pasture a sufficient length of time prior to milking. 


Generally, troubles normally associated with the production and sale 
of high quality milk appear to occur less frequently with bulk tanks 
than with can coolers. Of the 50 producers interviewed, all were satisfied 
with the new method and none would consider reverting to a can 
handling system. 


Changes in Dairy Cow Numbers 


The most significant change made by producers after installing bulk 
tanks was to increase the number of dairy cows. However, no information 
was available to compare this change with changes in the herd sizes of 
producers using the can system. Sixty percent of the farmers in the 
survey reported a change in the number of dairy cows on farms since 
the acquisition of a bulk tank. Two farmers had reduced the number of 
dairy cows, but 28 farmers reported an increase (Table II). The average 
increase was 6.2 dairy cows per farm. There was no appreciable differ- 
ence between groups in the number of farmers reporting increases; how- 


Table I1.—Number of Farms in Sample Reporting Changes in Herd 
Size and Farm Size After Installation of a Bulk Tank; Oklahoma 
City Milkshed, 1957. 





Group A Group. B- Group C Group D- Group E 
O-10,000 10-15,000 15-20,000 20-30,000 Over 30,000 
No. of Farms With: Total pounds pounds pounds pounds pounds 
(number) 


Decreased milking 
herd 


Increased milking 


herd 
Smailer farm size 


Larger farm size 
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ever, the average increase in cows per farm was greatest in the two 
groups with the highest average monthly production of milk. The increase 
was 9.2 cows for eight farms in group D and 7.5 cows for six farms in 


group E, 


Concurrent with the increased number of dairy cows, was an increase 
in milk production per farm. This increased output is accounted for 
by increased numbers of cows on farms and the addition of higher 


producing cows. 


In order to add more cows and increase production, it is frequently 
necessary to add more land. The survey indicated that 22 farmers, 44 
percent of those interviewed, had added farm land since installing a 
bulk milk tank. For these 22 farms, the average addition was 153.2 acres. 
Larger farm sizes were reported for all groups, but the largest proportion 
of farms expanding was in group C. Smaller farm sizes were reported on 
10 percent of the sample farms, primarily in the smallest and largest 


size groups. 


Changes in Production 


Generally, producers increased production after installing bulk 
milk tanks. However, this increase was not uniform for each of the size 
groups. The trend and average milk sales per farm for producers in 
each group are shown in Table III. For group A, the trend in average 
milk sales per farm has been decreasing at the rate of 61 pounds per 
month. Farms in group B have been increasing milk production at the 
rate of 119 pounds of milk per month. Farms in group C_ have 
experienced the largest increase in milk production per month, 136 


pounds. There was some indication of an upward trend in monthly milk 


production for group D farms and a downward trend for group E 
farms. However, the trends for these two largest sized groups were not 


statistically significant. 


Anticipated Future Changes 


About 70 percent of the sample farms expect to expand the number 
of cows in their herds (Table IV). The number of farmers planning 
expansion was about the same for all groups except E, the group with 
the largest production. Only four of these farmers indicated they planned 
to expand cow numbers. The average increase of all farmers planning 
expansion was about 17 cows per herd. This ranged from about 14 cows 
per herd for group B to a high of about 25 cows per herd for group C. 





Current Farm Economics 47 


Table III.—Regression Equations for Trends in Milk Production in 
Pounds on Sample Farms by Size Groups; August, 1956 to July, 1958. 





For the 10 Sample Monthly Change in Milk 
Farms in Group: Regression Equations** Production Per Farm 


A Y=92.002 - .60915 X -60.915 
(.29618) 

Y=113.93375 + 1.18550 X 118.550 
(50037) 

Y=166.65738 + 1.35541 X 
(.6322) 

Y=244.08038 + .45117 X 
(.45766) 

Y=433.42362 - .45709 X 
(.91321) 





SOURCE: Information obtained from the records of Central Oklahoma Milk Pro- 
ducers Association. 


*Based on total milk sales per farm for this two year period. 
**Computed by the single equation least squares method. Figures in parentheses 
are standard errors of the regression coefficients. 


Table 1V.—Specific Changes Planned by Producers in Sample; Oklahoma 
City Milkshed, 1957. 





Group A Group B Group C Group D- Group E 
O-10,000 10-15,000 15-20,000 20-30,000 Over 30,000 
Specific Plans Total pounds pounds pounds pounds pounds 


Expand number of 
cows 

Average increase in 
cows per farm* 

Install a pipeline 
milker 


Buy a larger bulk 
tank 





*The average is computed on basis of number of farms reporting. 


There are indications that farms averaging less than 10,000 pounds 
of milk per month are decreasing output. Some farmers in this group 
appear to be adjusting to some alternative farm enterprise or obtaining 
non-farm employment, while others are increasing the size of the milking 
herd and moving to a higher level of production. Most farmers in the 
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production range of 10,000 to 30,000 pounds per month are increasing 
their scale of operation. This may permit these farmers to take advantage 
of lower fixed cost per unit and to increase net revenue from the dairy 
enterprise. This group would include 82.4 percent of the 210 producers 
defined to be eligible for the survey. Most farms averaging greater than 
30,000 pounds of milk per month are expected to continue their operation 
with the present number of cows. Many of the farmers in this group 
reported they were content to increase output per farm by attempting 


to increase production per cow. 


New equipment purchases are contemplated by many farmers within 
the next five years. Thirty percent of the producers expect to install a 
pipeline milker and 16 percent expect to buy a larger bulk tank. Larger 


bulk tanks appear important only to the middle size groups. 





COW POOLING 


Clark Edwards 


Pooling is a means of combining your capital with capital of others 
as a means of increasing investment returns through more efficient use 
of resources. The idea of pooling is not new to Oklahoma agriculture. 
For example, machinery pools are common, with joint ownership of 
combines cutting harvesting costs and increasing net revenue per acre 
of wheat. 


A new kind of pooling agreement is attracting attention across the 
country—the cow pool. Some cow pools involve no more than 25 cows, 
as when two or three neighbors get together and agree to let one man 
do all the milking. Other pools involve 800 to 1,000 cows, representing 
the interests of 50 to 60 farmers, as at the Fashion Farm Cow Pool near 
Meservey, Iowa. 


There are no large cow pools in Oklahoma yet, but interest is 
being stimulated by rapid changes in the dairy industry which are re- 
sulting in increased capital requirements per farm. Milk cow numbers 
are diminishing at the rate of 15,000 to 20,000 head per year in 
Oklahoma. However, total milk production is not diminishing in the 
state because the average quality of cows improves each year. With fewer 
and better producing cows becoming concentrated on fewer and more 
efficient dairy farms, top-notch managerial ability and increased concen- 
tration of productive capital are required for efficient milk production, 
Cow pools provide one means of meeting these needs. 


Resource Requirements 

Data in Table I illustrate the extent to which larger herds permit 
improved efficiency of labor and capital while increasing the total 
capital requirement. 


Table I.—Typical Investment and Labor Requirements for Three Herd 
Sizes. 





Size of Dairy Enterprise 
Average Large Very Large 


Number of cows in herd 25- 80-120 800-1000 
Cows per man 25-4 40-60 60 
Investment per cow $1000 $500 
Total investment $50,000 $100,000 $500,090 





[49] 
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The average family-sized dairy operation with 25 to 40 cows employs 


one full-time operator and usually another part-time man. An investment 
of about $50,000 is reasonable on these farms. Doubling the investment 
can more than double the size of herd, because investment per cow is 
usually cut by one-third for larger farms. This represents considerable 


savings in building and equipment costs per cow. 


While many farm families can accumulate a large equity in a 30-cow 
herd, it is less common to find a large equity in owner-operated herds of 
100 or more cows. Here the small cow pool may be effective. For example, 
if the operator supplies 30 cows, and the rest are pooled by neighbors, 
the investment required of the operator in a 100-cow pool may be re- 
duced by more than one-fifth from the total investment required for this 


size operation. 


Very large herds of from 800 to 1,000 cows can require a total 
investment of a half million dollars. Table I indicates that this invest- 
ment may prove worthwhile because it involves less investment per cow 
and it permits increased labor efficiency. The number of cows handled 
per man is about 60 compared with 20 to 40 cows per man on the 


average dairy farm. 


Source of Investment Capital 


If cow pooling means investments per herd of from two to twenty 
times the investment found on average dairy farms in Oklahoma, where 
is the money coming from? There are several practical answers to this 


question. 


Cow pools can be financed from accumulated capital of individuals, 
including or excluding pooled livestock and from cash loans. A consider- 
able quantity of capital that could be tapped for cow pooling is cur- 
rently in the hands of Oklahoma dairy farmers. This capital is not in 
cash, but is currently invested in livestock, buildings, equipment and 
land. Cow herds of 50 to 500 cows can be formed simply by two to ten 
individual farmers joining together parts of their farm operation. They 
can pool the investment in cows, provide an adequate set of buildings 
and equipment at one location, and arrange for an adequate supply ot 


labor. 


An arrangement of this sort may require very little cash. This is a 


distinctive feature of pooling. In most credit arrangements, one contracts 
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for a specified quantity of cash at a stated rate of interest. In pooling, 
one contracts for productive resources such as dairy cattle, rather than 
for cash with which to obtain the cattle. 


Other pooling arrangements may require considerable sums of cash 
for acquisition of land, buildings, equipment, and inventories of feed 
and supplies. In such cases, there are several sources that may be tapped. 
One may, for example, incorporate and raise the necessary funds through 
sale of stock. The pool might be financed through a producer cooperative. 
If existing cooperatives are not interested, one might be formed for this 
purpose. Feed dealers may provide money with which to get started, in 
exchange for a contract to supply all the mixed feed used in the pool. 
Milk handlers may help with the financing in exchange for a contract 


to handle all the milk. 


The pooling arrangement permits the organization to operate with 


95 


a small percentage equity, say 10 to 25 percent compared with the 80 to 


90 percent equity typically found on average dairy farms. Another way 
to look at it is that, through pooling, farmers with a given net worth 
or equity can gain control of more resources and conduct larger opera- 


tions for greater profits. For example, using as a base a typical farm with 
a 30-cow herd and a 90 percent equity in the accompanying $50,000 
investment, pooling can be used to build up the herd to 180 cows if the 
operation is increased in size until the given equity becomes only 25 


percent of the total assets used in the operation, 


The Attraction of Cow Pools 


Cow pooling offers several advantages. Among these are (1) getting 
the use of additional capital, (2) increasing efficiency of resource use, 
and (3) marketing advantages. The first two advantages result from the 
use of pooling as a means of concentrating dairy resources into larger, 
more profitable herds. The pool operator benefits from the use of other 
producers’ dairy cattle. The cow owners benefit from the use of the 
pool’s labor, buildings, equipment and marketing opportunities. 


The potential for cutting the average cost of producing a pound of 
milk through more efficient combinations of resources is also present. For 
example, the milk produced per hour of labor can be increased by more 
than 50 percent in very large operations, as compared with the average 
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size of family operations (Table I). In addition, the cost of maintaining 
buildings and equipment can be cut from 15 percent to 20 percent per 


cow per year in the very large operations. 


The marketing advantages through pooling are of two kinds: (1) 
Opportunities for increased net returns per hundredweight of milk after 
hauling and handling charges; and (2) opportunities for cutting the 
costs of some resources, such as mixed feed, through quantity discounts. 
It is possible to obtain higher product prices at the farm gate and lower 


costs of items purchased through cow pooling. 


There are, of course, other advantages to cow pooling. However, 


prospects of realizing any one of the foregoing three advantages is 


sufficient to attract considerable attention to cow pooling. 


Some Limitations of Cow Pooling 


While the potential gains from cow pooling are attractive, one must 
not be blinded to the several disadvantages which may encountered. In 
the first place, some of the potential gains may not be realized. While 
the marketing advantages and productive efficiencies are possible, they 


need not necessarily occur. 


The combination of a larger business operated on a smaller per- 
centage equity, with several people having vested interests in the out- 
come, places very large cow pools in a more vulnerable position than the 
average dairy farm. For example, a sharp decline in milk prices could 
impose severe losses on the operation. If farmers sold their cows for 
slaughter during a period of low prices, the poo! would be left with a 
heavy investment in buildings and equipment, yet have no cows to 
milk to defray expenses. Furthermore, the very large pool depends on 
regular sources of roughage and replacements. Should local sources be- 
come void, the pool might unexpectedly incur heavy expenditures to keep 


the venture in operation. 


The mere size of the large cow pool is enough to cause important 
changes in the present market structure for dairy resources as well as 
for milk. Five or six very large pools could produce about three or four 
percent of the total milk produced in Oklahoma. Through their normal 
operations of buying resources and selling milk, these firms might affect 
considerably the markets in which smaller producers buy productive 


resources and sell farm products. 
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A final disadvantage frequently cited for cow pools is probably the 
least important—the health problem. Although poor sanitation controls 
will doom the pool to failure, this is the least important because proper 
santation controls are obtainable at a reasonable cost. Mastitis and foot 
rot are the two diseases most frequently encountered in cow pools. When 
disease strikes the pool, the farmer loses his flow of income, he may lose 
his cattle or sell them for a loss, and the pool operates in the red. How- 
ever, for a cost of five or ten dollars per cow per year, the services of a 
competent veterinarian can be obtained, proper precautions can be 
taken, and cures can be effected in time to prevent large losses. 


Summary 


When dairy farmers become aware of the rapid changes currently 
taking place in the dairy industry in Oklahoma, they must determine 
what action to take for their own safety and profit. Some farmers may 
decide to take no action. That is, they will continue to milk 20 or 30 
cows. This is a perfectly good alternative. In fact, farms of this size will 
probably continue to be the mainstay of Oklahoma milk production 


for years to come. 


Other farmers may prefer to stop milking cows and adjust to the 
changing times by engaging in other enterprises. One enterprise closely 
associated with milking which is destined to become more important in 
future milk production is the raising of replacements. With larger milk- 
ing operations in the offing, specialization to the extent of raising and 
selling replacements is likely to become both popular and profitable. 


The dairy farmer who does not want to hold his operation to its 
present size, and does want to continue producing milk, must find ways 
to grow with the changing times. We can expect the number of herds 
of more than 100 cows to increase. We can expect to see a few herds 
appear in Oklahoma with 500 to 1,000 cows. The larger herds offer as 
attractions more efficient use of milk producing resources as well as 
certain marketing advantages in both the product and the factor markets. 
For some farmers, these advantages will appear to outweigh the dis- 
advantages of increased risk and creation of new problems with sanita- 
tion, labor, management and capital accumulation. In the move toward 
larger farms, where herds from two to twenty times the size will be 
created, the increased capital requirements will be met at least in part 
through cow pooling. 





Oklahoma Agricultural Commodity Price Changes 


Prices received by Oklahoma farmers for agricultural commodities 
have remained fairly steady. Prices of all commodities in May were 273 
percent of the 1910-14 average and have ranged from 261 percent to 278 
percent over the past 12 months. On the other hand, prices paid by 
U. S. farmers have gradually increased over the past 12 months, The 
index of prices paid in May was 299 percent of the 1910-14 average, 4 
points higher than a year ago. The higher index of prices paid has 
resulted in a small decrease in the index of purchasing power of Okla- 


homa commodities, 


Crop prices received by Oklahoma farmers were down in May, 
compared with levels a year earlier. Most of the decrease occurred in 
the oil-bearing crops and was the result of the use of nominal 1958 crop 
prices as compared with nominal 1957 crop prices for May index 
computations. All hay prices were higher, but trends were mixed. Alfalfa 
hay prices increased more than enough to offset lower wild hay prices. 
Cotton prices were 14 percent above a year ago. 


Prices of Oklahoma livestock and livestock products in May were 
330 percent of the 1910-14 average—about the same as a year earlier. 
Meat animal prices were up about 5 percent. Higher prices of cattle 
and calves more than offset lower prices of hogs and sheep. Lower 
wholesale milk prices decreased the index of prices received from the 
sale of dairy products. The sharpest price reduction occurred in the 
prices of poultry and poultry products. Farm chickens, commercial 


broilers, and eggs shared the break in prices. 


Prices received by Oklahoma farmers are likely to decrease during 
the next three months. Seasonally lower prices are expected for wheat 
and feed grains as the new crops come to market. Cattle prices are also 
expected to decline seasonally when marketings off grass increase. 
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